
 

  

ikar S ir  or Zbda~:  

Le La8e c ~ a p l e t e d  our eonutderstian of your nppl lc .?t lon 'or  rt .co2nlt ion 
ta2-exemt mtstus u d e ?  s e c t l o n  5OL(c)(6) of the Intc  r n ~ I  Peverlnc. Cde. 

The- 1nfonr.etfon submitted 1n.f tcrtce t h a t  your uer*. inc.>r;mrate-! in t h - -  St:tte 
oi  on . Accordgnt t o  ycrrrr ArtlcI~s, w c r  p u t p a *  1s to 
"i>ro~.ore,  1;lncr?ur-;3s i;,M tost+-.r  r y e  . I ~ * v c l o p ~ l n t  bntl r - x c L  I : - : , >  C I C  j 1eqq .I?? 

ntrateg leq  &onp l t m  rasnlwr9 t o  i c q r o v ~  and atrc".;tnen 7 " ~ -  . . l a r h e t l n ?  a.?d 
a . l v c r c i s i n q  efforts of i t s  r.t~nbcrs in conriecti~n 4t.I : ' . -fr  or.*?r;lti~\3 O F  

 franchisem'- 

AccnrJlng to p u t  ByLavr, the ~=mberrhip of pour or<:rnfz-z ion shal?  con~lst of 
and a l l  of the f.vanchisees of  

Also,  put w28vlr scat88 that F u r  orqaallcotton has h e n  forned t o  a~7ist in 
maqisg the . b m t 3 o l n ~  fund actimtrd by 

Your pr-ary 8ct;irity is to fomlcotc, drorlop anti condlict advertislnb: 2nd 
pr-tiowul p r e g t n  for the benefit of all.  . T h l b  1 r 
aebf wed t hrorffb the f nllrwing: 

- The p?iRtflbg Md dirtributtaa of brochures, p m p : ~ l e t s ,  and cther 
mrud rtut advertlalng - Ttade dssr l m i h s  are mad. mailable t o  neabrs. - Ihr: 6.s- Of b i l l b a r d s  Sot tue by marbrrs. - Tbe procbcLidd 4f r r l e v ~ a i o n  and rrdfo nds. - T e f u r k e t i a g  1e.d generat ion  - , a teieuarketlna 
coapay, rom contrwted to prmlde lesda for  vorrr -2er frrr~~chiarts.  

The a#rber framM.+ds w a f  Q U ~  ~ W I  eqwl to  percent of the ir  grona safer.  

A aeualettm o f % t U a i r  pmblishorl snd di s t r ibuted  to your nember 
f r m b i m 8 .  ft camtalns iafonmtlon 08 recent bo-rd meetirrqs, upcodng  
accrtiags and cowvewtioru, a d i r e c t o v  of  atorzr,  ~ t r d  a 1 istjnp: o t  
the  top r c l l e t s -  

- . - - . -  . . .- . . . -..I. - - A  -A- m - --. ..a&.- ,.. . - .  - .  
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In yrour l e t t e r  of . p u  atatode 'It i 8  oar rrodermt8abla# tha t  
t h i a  type of d v e r t l r i -  t ruo t  account ha8 beem tlPb.14 18 t a r  ex-t bt t he  . - - -  
c w r t a  i n  a w b r  of dmciaiou) ?rank and ired. &hoehat. ?rumtee.'al Xnaty- 
Wiat r .  fmc. Yati(b0.1 Mver t i s lng  Trmt hiad v. CAltlemlon+r of In te rna l  
&velnm. I n s t ~ t l n c ~  Y a t i o u l  Mrertlmlng Trwt v. W a a f o a r ,  T.C. )(nro. 
1982316 (1982); Ford Ihmlers Advertisins find, X n c .  v. Copdsmloner, 55 T.C. 
761 (1971) affd.  prr eorhm 456 1 Zd 255 0 t h  Car. 1972); Tievrrrtlp Company v. 
CmlairsianrrL14 T.C. 965 (1950)s Greater Plrtr?mrg Chrysler Dtslcra Assaclati  
of *stern Peansylvanla v. United Sta t e sL  39 APTU 2d 77-1059 (D.C.Pa., 1977). 

Socrlon 501 jc) of t h e  Code demcr ika  cattala o ~ a n i u t i o a m  exempt from 
Paderr1 income tax  under aer t ioa  501(8) a ~ d  re.ds, in part, am follavmt 

' ( 6 )  R1afmmr learnem, chmbot l of c-eee r e a l  e s t a t e  board., 
horrdm of trade, ***, not o ruan lud  f o r  p ro f i t  and rm par t  of t he  
wt tarnlnga of r r h l c h  inure8 to  the  mfl t of any pr iva te  
mtdarchol der or Zndivtdunl-' 

Section 1.501(~)(6)-1 of the re@ationa provide. r s  follaua: 

' A  buaincna I*-• l a  an r s m c i a t l o a  of prrsanr h m l o y  m o m  ccmon h a i -  
nems fn t e re s t ,  t h e  purpose of wbich is to p r w t e  -tach c-n i n t e r e s t  
and not t o  encage fn u r e p l a t  businesr of 8 kind ordinarily carr ied 
on fo r  ptofit . Xt l a  an  o r % . a i u t i o o  of the mue ~ c n e r a l  clasm am 
chmber of coaawrcc o r  board of  trode. ?bum, it. o c t i r i t i e r  shoulrt h e  
dt rcc te4  t o  the  i q r o v e m t  of buminera cod i t loam of one o r  -re linen of 
krsitwsr am dimt i rap ishd  from th. perforncm of particular remice8 far 
Iud lwidb l  p a r m a .  Am o r g m i u t i o u  -me prrrpome is to engage i n  a 
regular buminera of a kind ord inar i ly  carr ied on fo r  prof i t ,  a v a  t h o u ~ h  
t h e  hssinaar A m  conducted oa  a cooperat i re  b a l m  o r  prodwee only 
mufficieat fncclnr t o  he aelf- rumta in ia~ ,  is not s .bsfnesa league. *** " 

In b e t i c a n  Autonobile As ra ia t lo~  v. CoAdr r i awrL  19 T.C. 1146 f191)1), the  
-4merlcaa krtcmablle &roefa&iorr m e  found out ta  be exerpt a* s hainems langue 
under oactioa 5Ol(c)(b). Tblm i a  8 aat1ob.l a & ~ ~ i a t i a a  ctmposed of indfvidunl 
a u r a o b i l e  o w r m  and a f f i l i a t e d  au to  club8. It. pr i ec ip r l  ac ; l r i t i e s  were 
drterained to conaImt of w c u r i l ) ~  benefit. a d  petfomlnq par t lculnr  retvicee 
f o r  u ~ ~ b e r m .  

Ln National : 4 s f f l ~ r  Dealer* b s o e i ~ t f o n  v. ll.lS.c 44n PIS. 473 1?979), the rortrt 
hold t imt  a n  asrociat lon of a par t i ca l a r  brand o.re of muffler dealere  doer not 
qualify far cranptfan bccnas- the s .r tx is t1an 1 m  aat e n q r ~ e d  tn  t h e  improvenent 
of hu~fneas  eonditiona of a l i n e  of buminerm. 

Ravenwe Ruling 64-715, 1464-2, C.8. 147, 1molvU8 aa wssoclstton of wrchantrr 
v h o m r  b i n e n a  coamcitucc a shopping caater .  It m m q e d  rxctusiwely i n  
a d v c r t i s l a ~  I n  order t o  a t t r a c t  custmera t o  the  shappinq center. It vne found 
c h a t  t h e  a4ve r t tmin~  n e t  i v t t y  was the perfo+sbance of ?er t?cutar  crervices f o r  
i t s  mmhero, an4 c x r m ~ r t c m  unecr scctlon 5qL(c)(6j car9 deq led .  



I t  p a  L..., ..p frrtbo? qumtiaoa, pl.ucr camtact tbe per- W maa and 4 ,,;; ,$ 
gal-. 8- n a  &uw a t  the b@ssiw of thia larear. . a:', * * ,  

b *,' 




